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IN T R O D U C T IO N
In keeping with the form at adopted in 1990, the SEC Practice Section and the Public 
O versight Board are issuing a combined annual report. Inform ation on the SECPS program  
o f self-regulation and its activities are noted in this typeface and printed on white paper. 
Views and commentary by the Public Oversight Board are noted in italics and printed on 
ivory paper. In addition, the Public Oversight Board issues separately a condensed version 
o f its report.
Both the SECPS and the Public O versight Board hope you find this combined form at 
effective. W e welcome your comments.
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SEC  PR A C T IC E  SE C T IO N  - CH A IRM A N ’S L E T T E R
During the past year, the SEC Practice Section membership continued its growth. The scope 
o f this self-regulatory program  is far reaching. As o f June 30, 1991, m em bership in the 
Section stood at 1,135 firms -  m ore than double the num ber o f firm s in the D ivision only 
two years earlier — and included virtually all firms with SEC clients.
During the year, both the peer review program  and the Quality Control Inquiry Committee 
functioned to improve the quality o f practice by SECPS m em ber firm s. The peer review  
program  modified and improved its procedures and an unprecedented num ber o f peer reviews 
-  325 ”  were conducted. Almost 400 peer reviews will be perform ed in the next year. The 
Quality Control Inquiry Committee adopted an inspection requirem ent to provide timely 
assurance, in appropriate circumstances, that relevant personnel are complying with their 
firm ’s quality control policies and procedures. The efforts involved in the QCIC process 
have not gone unnoticed . In its m ost recent annual report to Congress, the Securities and 
Exchange Commission acknowledged for the first time the contributions o f the QCIC role 
in protecting the public interest.
As the inform ation on SECPS activities in the accompanying report indicates, the 
profession’s self-regulatory program  continues to aggressively prom ote the highest quality 
o f accounting and auditing services for clients and the public.
SECPS committee m em bers, AICPA staff and others involved in the SECPS program s are 
to be commended. It is through their efforts that our system o f self-regulation functions in 
the interest o f the public and the accounting profession.
Sincerely,
R obert D . N eary 
Chairm an
SEC Practice Section Executive Committee 
Septem ber 24, 1991
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American Institute of 
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REPORT OF THE PUBL IC OVERSIGHT BOARD
We are pleased to report that during the year ended June 30, 1991, the Public 
Oversight Board implemented its mandate, as described in the Organizational Structure and 
Functions Document o f the SEC Practice Section o f the Division fo r  CPA Firms o f the 
American Institute o f Certified Public Accountants, by conducting a comprehensive program  
o f oversight o f the activities o f the Section.
In carrying out our responsibility to represent the public interest in the Section' s 
s e lf regulatory program, members o f the Board and sta ff attended and participated in all 
meetings o f the Executive, Peer Review and Quality Control Inquiry Committees o f the 
Section during the year.
We evaluated the Peer Review Committee's consideration o f and actions taken on (a) 
the results o f individual firm  peer reviews; (b) revisions to the standards fo r  performing and 
reporting on peer reviews; and (c) revisions to the materials developed to train those who 
conduct such reviews. We also tested compliance with those standards through application 
o f our visitation, workpaper and report review programs on all peer reviews performed in 
1990.
We reviewed the operations o f the Quality Control Inquiry Committee to ascertain 
whether its activities are conducted with the public interest as the committee's primary 
objective. We monitored the committee 's analysis o f and inquiries into a ll cases reported by 
member firm s by, among other means, attending a majority o f its task force meetings with 
firm s at which the quality control implications of  cases were discussed.
We monitored the f ollow-up actions taken by the Peer Review and Quality Control 
Inquiry Committees to assure that member firm s take corrective actions necessary to 
eliminate quality control deficiencies.
We monitored and evaluated the activities o f the Executive Committee and its Planning 
Subcommittee, the adequacy o f membership requirements and the appointments to the 
Section's committees and task forces.
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In our opinion, the programs o f the SEC Practice Section are suitably comprehensive 
and operating in a manner that reasonably assures that member firm s have appropriate 
quality control systems and that they comply with them. Nevertheless, as discussed in this 
report, we noted areas in which the Section's programs can be improved or made more 
effective. Consistent with our charge, such matters have been communicated to Section 
officials.
September 24, 1991.
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A BO U T T H E  SEC  PR A C T IC E  SE C T IO N
The SEC Practice Section o f the AICPA Division for CPA Firm s (the "SECPS” or 
"Section") was founded in 1977 as a  voluntary organization o f CPA firm s striving for 
professional excellence in the auditing services they provide to SEC registrants. In January 
1990, AICPA m em bers adopted a bylaw change mandating SECPS m em bership for all firm s 
auditing SEC clients. This system o f self-regulation is designed to protect the public interest.
M em bersh ip  R equ irem ents. To m eet the highest standards o f the profession each m em ber 
firm  must:
•  Adhere to quality control standards established by the AICPA.
•  Have a peer review  every three years, the results o f which are available to the 
public. A peer review  is an independent, rigorous exam ination o f a m em ber 
firm ’s accounting and auditing quality control system.
•  Require all firm  professionals -- not ju st CPAs -- to take 120 hours o f 
continuing professional education every three years.
•  Periodically rotate the partner in charge o f each SEC audit engagem ent.
•  Conduct a concurring, or second partner, preissuance review  on each SEC 
audit engagem ent.
•  R eport annually to the audit committee or board o f directors o f each SEC audit 
client on the fees received from  m anagem ent advisory services and the types 
o f services rendered.
•  R eport to the Quality Control Inquiry Committee any litigation against the firm  
or its personnel that alleges deficiencies in an audit o f an SEC client or certain 
financial institutions.
•  R eport directl y to the SEC the term ination o f any client-auditor relationship 
with an SEC registrant within five business days.
•  R eport annually, for the Section’s public files, the num ber o f firm  personnel 
and SEC clients, data about MAS fees and other inform ation.
Adherence to these m em bership requirem ents is evaluated through the peer review  process.
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S tru c tu re . SECPS activities are conducted prim arily through the following committees:
The Executive Com m ittee, the SECPS’s governing body, is composed o f m em ber firm 
representatives. Recently designated a Senior Technical Com mittee o f the AICPA , the 
Executive Committee is empowered to issue statements on m atters within its dom ain without 
p rior clearance from  other Institute bodies. It supervises the activities o f the SECPS Peer 
Review  Committee and the Quality Control Inquiry Com m ittee, and establishes the Section’s 
m em bership requirem ents. Additionally, the SEC Regulations Committee is now a com­
ponent o f the SECPS. The Executive Committee meets at least quarterly during the year so 
that the Section can initiate appropriate and timely actions.
The Peer Review  Committee convenes at least five times annually to consider and act on the 
results o f individual firm  peer reviews. It also establishes and m aintains standards under 
which reviews are conducted. To date, m ore than 1,750 SECPS peer review s have been 
perform ed.
The Quality Control Inquiry Committee meets quarterly to discuss the im plications o f alleged 
audit failures on m em ber firm s’ quality control systems. W hen the Com mittee concludes that 
a  m em ber firm  should take action to prevent future problem s, it also sees that appropriate 
m easures are implemented.
The SEC Regulations Committee meets periodically with representatives o f the SEC and its 
staff. It acts as the prim ary liaison between the accounting profession and the SEC on 
technical m atters relating to the Com m ission’s rules and regulations.
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About the POB
The Public Oversight Board (the "POB" or "Board") is an autonomous body 
consisting o f  five members with a broad spectrum o f business, professional, regulatory and 
legislative experience. The Board's primary responsibility is to safeguard the public interest 
(1) when the SECPS sets, revises and enforces standards, membership requirements, rules 
and procedures, and (2) when the Section’s committees consider the results o f  individual peer 
reviews and the possible implications o f  litigation alleging audit failure. The Board also 
evaluates whether SECPS peer reviews are conducted by carefu lly trained professionals 
possessing the requisite objectivity and skill. To preserve its independence, the Board 
appoints its own members, chairman and staff, sets its own compensation, and establishes 
its own operating procedures.
Board Activities
The Board acknowledges its responsibility to consider the integrity o f the audit process 
from  the broadest possible perspective. Accordingly, it maintains active relationships with 
organizations that scrutinize the profession, including the Securities and Exchange Com­
mission, the Chief Accountant and staff o f the SEC, the Comptroller-General o f  the U.S., the 
Financial Accounting Standards Board and the Auditing Standards Board. In its deliber­
ations, the Board carefu lly considers all comments, reports and proposals that these bodies 
and authorities publish which may affect the profession.
In addition to its six regularly scheduled meetings, this year the Board met with 
representatives o f the largest SECPS member firm s, regulators and other constituents. The 
Board also held an "outreach program " with the Illinois Society o f  CPAs, at which it met 
with leaders o f  large and small SECPS member firms. A ll these discussions helped shape 
the B oard’s views on topics such as the current economic environment and its impact on 
firm s'  audit practices, the significance o f accounting standards-setting efforts to resolve 
issues concerning "mark to market" accounting, the need fo r understandable standards to 
facilitate consistent evaluations o f internal control by public companies and their auditors, 
and the importance o f decisive action by the profession to enhance auditors' independence 
fo r  financial institution engagements.
This year the Board spoke out on several occasions on matters affecting or potentially 
affecting the independent audit function. In early January the Board wrote to the chief 
executive officers o f the 20 firm s then represented on the SECPS Executive Committee, urging 
that great care be exercised in audits o f financial institutions and that financial statement 
disclosures adequately communicate the risks and uncertainties inherent in balance sheet 
asset valuation. In March, the Board asked the SECPS to proscribe professionals in Section 
member firm s from  borrowing from  financial institution clients in order to maintain 
independence in fact, and also, the public perception o f it. Before the Section could 
implement this recommendation, the AICPA's Ethics Committee took decisive action on this 
matter and proposed a proscription fo r the entire profession. Finally, the Board wrote to the
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Auditing Standards Board with observations on two proposed statements on auditing 
standards and to the Committee on Sponsoring Organizations o f the Treadway Commission 
(COSO) on its exposure draft "Internal Control-Integrated Framework." The Board's 
concerns about the COSO exposure draft are referred to in the commentary section o f  this 
report.
To maintain the intensity o f  its oversight activities in the face o f  surging membership, 
this year the Board again expanded its staff, engaging and training three recently retired 
partners from  SECPS member firm s to supplement — on a part-time basis — the four 
permanent and four part-time staff who conduct peer review oversight. The new part-time 
staff are located in geographic regions with high densities o f  member firm s, which will help 
minimize the costs associated with the oversight program. These staff additions will enable 
the Board to continue its tradition o f  close and rigorous oversight o f  the record number o f  
reviews scheduled fo r 1991.
It is the Board's opinion, based on its intensive oversight, that the SECPS 
self-regulatory program contributes significantly to the quality o f  auditing in the U.S., 
particularly the quality o f  public company audits. The Board is pleased that the SEC shares 
this view, and that a growing number o f other regulatory agencies have required triennial 
peer reviews fo r  firm s performing audits under their jurisdiction.
The POB is proud to report that this year's recipient o f  The John J. McCloy Award 
was Thomas L. Holton. The Award was presented to Mr. Holton in January in recognition 
o f his outstanding contributions to the improvement o f audit quality in this country. The first 
codification o f  U.S. auditing standards was completed during his tenure as chairman o f the 
AICPA Auditing Standards Executive Committee. Mr. Holton also chaired the AICPA 
Special Committee to Study Quality Review fo r  Multi-Office Firms, which helped shape the 
profession's peer review program.
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T H E  SE C PS P E E R  R E V IE W  PR O G R A M  
T H E  P E E R  R E V IE W  PR O C E SS
The peer review  program  is the cornerstone o f the SECPS' s efforts to im prove the quality 
o f its m em bers’ practices. Peer review  involves an independent, rigorous evaluation o f a 
firm ’s quality control system for its accounting and auditing practice and its com pliance with 
that system . The peer review  process encompasses the following:
•  Evaluating a firm ’s quality control system in light o f its accounting and 
auditing practice.
•  Testing compliance with a firm ’s quality control procedures at each 
organizational or functional level within the firm .
•  Reviewing reports, financial statements and relevant working papers for a 
representative sample o f accounting and auditing engagem ents.
•  Testing adherence to SECPS m em bership requirem ents.
•  Issuing a w ritten opinion and a letter o f comm ents, if  applicable, on the firm ’s 
quality control system and its compliance with that system , as well as on 
compliance with Section m em bership requirem ents.
The results o f every m em ber firm ’s m ost recent peer review  are kept in a public file. Each 
file contains the firm ’s peer review  report, an accompanying letter o f comments (if issued), 
the firm ’s response to such a letter, and a description o f any follow-up action deemed 
necessary by th e Peer Review Committee.
Peer review s are perform ed by CPAs — those who best understand how CPA firm s operate 
and the standards that govern their practices. Specifically, peer reviews may only be 
perform ed by a firm  that has received an unqualified report on its own peer review , by a 
team appointed by the AICPA or by an authorized association o f CPA firm s. Published 
standards and extensive guidelines assist review ers in conducting and reporting on peer 
review s.
In all peer review s, independence and confidentiality o f client inform ation are param ount 
considerations. All review s are subject to oversight by the Public O versight Board.
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Oversight o f  the Peer Review Process
The Public Oversight Board carefully monitors and evaluates the effectiveness o f peer 
review. Board members and sta ff attend all Peer Review Committee meetings, and the 
Board's sta ff provides comprehensive written reports on the committee's deliberations.
In addition, the Board actively monitors the Peer Review Committee' s follow-up o f 
corrective actions.
The Board's sta ff directly oversees each peer review by using one o f three types o f 
oversight programs, which vary in intensity according to characteristics and past compliance 
record o f the reviewed firm s and the review teams.
S cope o f  P O B  O versigh t o f  1990 P eer R eview s C la ssified  by  
N u m b er o f  S E C  R eg istran ts A u d ited  by R eview ed  Firm
1 8 / 1 0 /  Visitation and Workpaper Review
5  o r  Workpaper Review
more 28 Firms
SEC Report Review
Clients
1 1 4 / 1 2 /
Total 
174 
Firms
Total 70 Visitation 
and Workpaper Reviews
Total 137
Workpaper Reviews
Total 118 
Report Reviews
Peer Review Oversight Activities
Visitation and Workpaper Review. This is the most intense level o f oversight. O f the 325 
SECPS peer reviews conducted in 1990, the Board's sta ff attended 85 operating office and 
final exit conferences held in connection with 70 reviews.
Workpaper Review. The POB conducted a thorough examination o f all workpapers and 
reports o f 137 firm s, including virtually all the reviews o f firm s that audit SEC clients which 
were not subjected to visitation.
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No
SEC
Clients
4 / 1 3 /  1 0 6 /
Total
123
F irm s
4 8
1-4
SEC
Clients
Report Review. For the remaining 118 firm s, the Board reviewed reports and selected peer 
review workpapers. Because o f the dramatic increase in the volume o f peer reviews resulting 
from  mandatory SECPS membership, the number o f POB staff visitations to firm s undergoing 
peer reviews has risen fr om 56 in 1989 to 70 in 1990. O f those 1990 visitations, 44 involved 
member firm s that had never undergone an independent review o f their quality control 
systems.
The SEC, through the office o f its Chief Accountant, oversees the peer review process and 
POB oversight o f the process. The SEC's inspection o f the 1990 peer reviews is substantially 
complete, and the Board expects the SEC to again endorse the process in its annual report.
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PEER REVIEW  IMPROVES AUDIT QUALITY
As a result o f peer review , the quality controls o f m em ber firm s have steadily im proved. 
Through alm ost fourteen years o f experience and in response to changes in the practice 
environm ent, the peer review  program  has become m ore rigorous.
F or exam ple, in recognition of the public interest associated with audits conducted pursuant 
to the Em ployee Retirem ent Income Security Act o f 1974 (ERISA), SECPS peer reviews 
now include a review  o f at least one such audit engagem ent perform ed by a m em ber firm  if  
that firm  intends to continue to perform  audits pursuant to the Act.
SECPS experience indicates that firm s that received a qualified or adverse report on their 
first peer review  are less likely to receive such a report on their second or later reviews. 
This is the result o f implementation o f recom m endations made in letters o f com m ent on 
previous peer reviews and, where applicable, additional actions deem ed necessary by the
SECPS Peer Review  Com mittee. The following charts outline the results o f SECPS peer 
review s and dem onstrate how the peer review  program  im proves the quality o f practice by 
SECPS m em ber firm s.
1990 P ee r Review s A ccepted  D uring  Y ear E nded  Ju n e  30. 1991
In itia l S ubsequent T o ta l
Unqualified 88 (88% ) 206 (95% ) 294 (93% )
Qualified 10 (10% ) 10 ( 5 % ) 20 ( 6 % )
Adverse 2 ( 2 % ) 0 - 2 ( 1 % )
Total: 100 (100% ) 216 (100% ) 316 (100% )
P ee r Reviews A ccepted Since Incep tion
In itia l S ubsequent T o tal
Unqualified 574 (85% ) 995 (93% ) 1,569 (90% )
Qualified 89 (13% ) 70 ( 7 % ) 159 ( 9 % )
Adverse 18 ( 2 % ) 2 - 20 ( 1 % )
Total 681 (100% ) 1,067 (100% ) 1,748 (100% )
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The SECPS considered 325 peer reviews between July 1, 1990 and June 30, 1991. (In 
addition to the 316 review s listed above, four rem aining 1989 review s and five 1991 reviews 
w ere finalized prior to June 30, 1991.) This is the highest num ber o f review s conducted in 
any year since the program ’s inception and twice the num ber o f review s conducted during 
the same period last year.
O f the 1990 peer review s, one had been accepted prio r to July 1, 1990, and all but nine 
others w ere accepted by the Peer Review Committee by June 30, 1991. All but one o f the 
unaccepted 1990 peer reviews were resolved later in 1991. It is expected that the rem aining 
1990 peer review  will be satisfactorily resolved in the near future.
The 316 review s accepted by the Peer Review Committee represent:
100 initial SECPS reviews (44 o f these firm s previously
underw ent PCPS peer reviews)
41 second reviews 
39 third reviews 
125 fourth reviews 
11 fifth reviews
The 100 initial reviews are indicative o f the significant growth o f Section m em bership. The 
num ber o f initial SECPS reviews also dem onstrates the SECPS’s comm itm ent to ensuring 
that review s are conducted on a timely basis. (Firm s joining the SECPS are required to have 
an initial peer review  within one year o f their adm ission to the Section.)
The 216 subsequent review s show the long-standing commitment o f many SECPS m em ber 
firm s. On a three-year cycle, a  second review  typically occurs in a  firm ’s fourth year o f 
m em bership; a  third review  in the seventh year; a  fourth review  in year ten; and a fifth 
review  equates to 13 years participation in the SECPS’ program  o f self-regulation, which 
until January 1990 was voluntary in nature.
A letter o f comm en ts was issued in connection with 263 or 83.2%  o f the 316 peer reviews.
Two firm s underw ent accelerated review s, meaning the firm s had their review s perform ed 
before the end o f the usual three-year cycle. One firm  had received an adverse report on its 
p rior review  and was required to have an accelerated review . The other firm  had previously 
received an unqualified opinion with a letter o f comments and subsequently decided to 
accelerate its next review . Both o f these firm s received unqualified reports with letters o f 
com m ent at the conclusion o f their accelerated reviews.
PEER  REVIEW  RESULTS IN  1990
-  1 2 -
SECPS m em ber firm s are required to provide the Com mittee with a  letter o f response 
describing the actions taken or planned with respect to each item  in the letter o f comm ents. 
The Peer Review  Committee then evaluates whether these actions satisfactorily address the 
peer review  findings. I f  not, the firm  may be required to take additional actions or revise 
its response.
D uring the firm ’s next review , the peer review er will evaluate the effectiveness o f actions 
taken by the firm  in relation to the prior review ’s findings. I f  sim ilar findings reoccur, the 
letter o f comm ents issued will disclose the fact that a particular deficiency was also identified 
in the firm ’s p rio r review .
Since the peer review  program ’s inception, through June 30, 1991, the SECPS Peer Review 
Com mittee has accepted 1,748 peer reviews. As a result o f those review s, 258 firm s, or 
14.7% o f firm s review ed, w ere required to take additional corrective m easures to provide 
additional assurance that quality control deficiencies have been or are being rem edied. 
D uring the 1990 year, the Peer Review Committee determ ined that 44 firm s should 
im plem ent corrective m easures in addition to those outlined in their action plans. The chart 
below  sum m arizes the m ajor corrective m easures taken by firm s during the past year and 
since the program ’s inception.
PEER REVIEW  CORRECTIVE ACTIONS
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 M ajor Corrective M easures Imposed Since Inception to Ensure T hat 
Quality Control Deficiencies Are Corrected
Num ber o f Tim es Totals
Action During 1990 Since Inception
A ccelerated peer review  1 45
Em ploym ent o f an outside consultant 
acceptable to the Peer Review 
Com mittee to perform  preissuance 
review s o f all or selected financial 
statements o r other specified
procedures 4 33
Revisits by the peer review ers 
or visits by a committee m em ber to 
ascertain progress made by the firm
in implementing corrective actions. 4 124
Review  o f the planning for and 
results o f the firm ’s internal
inspection program . 36 125
Review  o f changes made to the firm ’s 
quality control docum ent or other
m anuals and checklists. 4 38
P E E R  R E V IE W  C O N SID ER A TIO N  O F IN D IV ID U A L E N G A G EM EN TS
Peer review  includes the review  o f a  representative sample o f a  firm ’s accounting and 
auditing engagem ents. W hen a review  team believes that an engagem ent does not conform  
to professional standards, the review ers m ust report that to both the Peer Review  Committee 
and an appropriate authority within the reviewed firm . I f  the firm  agrees with the review  
team , it m ust take appropriate action, as described in professional standards, to protect users 
o f financial statem ents from  relying on statements that do not conform  to generally accepted 
accounting principles or that may not have been adequately audited or properly reported on.
If  an agreem ent cannot be reached, peer review  standards require the firm  to report the 
m atter to the AICPA Professional Ethics D ivision for resolution and to advise th e Peer
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Review  Com mittee o f the actions taken. This only has happened once, years ago, and was 
resolved to the com m ittee’s satisfaction.
The 316 peer reviews perform ed in 1990 that were accepted by the Peer Review  Committee 
encom passed the review  o f the reports, financial statements and supporting working papers 
for 1,909 audit engagem ents, including 449 audits o f SEC registrants and 248 audits subject 
to the Single Audit Act o f 1984. (The num ber o f engagements reviewed varies from  year 
to year and is a  function o f the population o f firm s review ed.) O f the 1,909 engagem ents 
review ed, peer review ers concluded that 21, or 1.1%, did not conform  to professional 
standards. (Eight o f the 21 involved audits o f SEC registrants.) Sixteen o f the 21 
substandard engagem ents were perform ed by firms undergoing their first SECPS review . 
In these substandard engagem ents, procedures required by professional standards to address 
these deficiencies w ere implemented by the 17 firm s involved. (The 17 firm s included 12 
that were having an initial review .) The report and/or financial statements relating to three 
engagem ents were recalled and reissued. Omitted auditing procedures were subsequently 
perform ed or other deficiencies w ere subsequently corrected on nine engagem ents. Issuance 
o f the subsequent period financial statements was imm inent in eight engagem ents, and the 
prior financial statements were revised in those subsequent financials. In the rem aining 
engagem ent, the firm  advised the client and users that no reliance should be placed on the 
firm ’s report.
EV A LU A TIN G  P E E R  R E V IE W E R S
Just as the Peer Review Committee is concerned with the quality o f m em ber firm s’ 
accounting and auditing practices, it is also cognizant o f the im portance o f peer review ers’ 
com petence and perform ance. Accordingly, when the Com mittee believes that the 
perform ance o f individual review ers needs im provem ent, it may recom m end corrective 
actions.
D uring 1990, the SECPS Peer Review Committee took action relative to the w ork o f three 
team captains. The next SECPS peer review  on which those three individuals serve as the 
team captain m ust have oversight by a Committee m em ber. The cost and expense o f that 
oversight will be charged to the individual team captain’s firm .
In addition, the Peer Review Committee sent letters to two other team  captains regarding 
their perform ance. I f  their perform ance does not im prove as specified, the Com mittee will 
require other m easures to ensure appropriate perform ance in the future.
P E E R  R E V IE W  C O N SID E R A T IO N  O F M AS E N G A G EM EN TS
SECPS m em bership requirem ents proscribe m em ber firm s from  perform ing certain specified 
m anagem ent advisory services for SEC audit clients. During 1990, review ers tested 449
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audits o f SEC registrants, 83 o f which had also engaged the m em ber firm  for m anagem ent 
advisory services. In considering MAS engagem ents, peer review ers m ust evaluate:
•  I f  the engagem ent was, in fact, proscribed by the Section;
•  I f  the engagem ent im paired the m em ber firm ’s independence, because firm  
personnel acted in a decision-making capacity;
•  I f  all m ajor audit decisions appeared to be objective.
N o instances w ere found in which the Section’s m em bership requirem ents w ere violated or 
in which independence or objectivity had been im paired. Peer review ers m ust also be 
inform ed o f all SEC audits for which MAS fees exceed audit fees and m ust select at least 
one such engagem ent for review . As indicated in the chart below , this occurs with only 
0 .7  % o f all SEC audit clients.
Number o f Firm s Number o f SEC Audit Clients Classified by Percent o f MAS Fee to Audit Fee
Classified by 
Number o f 
SEC Clients 0% 1-25% 26-50% 51-100% 100% + Total
100 or more 
SEC audit clients 
(10 firms) 10,115 1,513 235 162 92 12,117
20-99 SEC 
audit clients 
(11 firms) 235 64 5 2 1 307
Fewer than 
20 SEC audit 
clients 
(780 firms) 1,533 280 21 5 _8 1,847
Totals: 11,883 1,857 261 169 101 14,271
Percents: 83.3% 13.0% 1.8% 1.2% 0.7% 100%
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Commentary on Peer Review
The Board has identified two ways to strengthen an already sound peer review process. The 
first, addressed in last yea r's report, concerns the length o f  time taken to process certain 
reviews. As o f  June 30, 1991, nine o f the 325 reports on 1990 reviews were not yet 
complete. In each case, the reviewed firm s failed  to respond on a timely basis to requests 
fo r  information. The Board has communicated its suggestions fo r  expediting review  
processing to the Section's Peer Review Committee.
The Board also believes that peer review letters o f  comments should communicate clearly 
review findings, not only to the firm 's management and the Peer Review Committee, but also 
to audit committee members and other public readers o f these letters. However, the brevity 
and ambiguity o f  the commentary in some letters o f  comments might lead to 
misunderstandings by those not fam iliar with the procedures and the terms used in connection 
with peer reviews. In response to this concern, it is expected that the Peer Review  
Committee will reconsider the guidance fo r preparing letters o f comments this year.
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THE Q U ALITY CONTROL INQUIRY COM M ITTEE -  
A  COM PLEM ENT TO  PEER REVIEW
Formed in November 1979 as the Special Investigations Committee, the Quality Control 
Inquiry Committee considers the implications o f allegations o f audit failure on a firm’ s 
quality control system. In its most recent annual report to Congress, the Securities and 
Exchange Commission recognized the QCIC as an effective complement to the peer review 
process.
The QCIC complements the peer review process by determining whether allegations o f audit 
failure indicate either (1) the need for corrective measures by th e member firm involved, or 
(2) reconsideration o f relevant professional standards. Like peer review, the QCIC’ s 
activities identify weaknesses and ensure that appropriate actions are taken to remedy them.
Although the QCIC considers the implications o f alleged audit failures, it does not duplicate 
the work o f the courts, the Securities and Exchange Commission or other regulatory 
agencies. These bodies determine whether the auditing firm or individual auditors were at 
fault and impose punishment. The QCIC can recommend to the Executive Committee that 
a member firm be sanctioned, but such a recommendation is made only when a firm refuses 
to cooperate with the QCIC or is unwilling to take actions the QCIC deems necessary. To 
date, every firm has cooperated with the committee and has voluntarily taken the corrective 
actions it recommended.
THE QCIC PROCESS
SECPS member firms must report certain litigation or proceedings against the firm or its 
personnel to the QCIC. Compliance with the requirement is monitored by peer reviewers 
and SECPS staff, who review national business media and other information sources.
Originally, the reporting requirement encompassed litigation or proceedings alleging 
deficiencies in an SEC client audit. During the 1980s, the reporting requirement was 
expanded in two significant ways: (1) to include banks and other financial institutions that 
file periodic reports with regulatory agencies other than the SEC; and (2) to allow the QCIC 
to request member firms to submit all complaints filed against them by regulatory authorities 
that allege an audit failure o f a regulated financial institution.
The QCIC uses a four-phase approach to determine the appropriate course o f corrective 
action. It includes:
Analysis - Reading the complaint(s), relevant financial statements and other publicly 
available materials related to the complaint.
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Inquiries - Discussing quality control issues raised in the litigation with representatives o f 
the firm and, if  appropriate, its peer reviewers. This phase may include reading peer review 
workpapers or internal inspection reports.
Investigation - Discussing relevant quality control policies, procedures and compliance with 
firm personnel familiar with the specific engagement; reviewing firm technical manuals and 
guidance materials; reading certain audit documentation; and requiring timely inspection o f 
other work performed by certain personnel.
Special Review - Reviewing relevant aspects o f a firm’ s quality control policies and 
procedures and its compliance therewith, following procedures similar to those applied in a 
peer review.
During the past year, the QCIC has adopted a new inspection procedure to be employed 
during the investigative stage o f most cases. Specifically, the QCIC may require firm s to 
perform a timely inspection o f other work performed by individuals who supervised an audit 
that resulted in allegations o f audit failure. This procedure will enable the QCIC to better 
ensure that these individuals are complying with the firm’ s quality control system. The 
inspection procedure can also consider quality control procedures already adopted by a 
member firm and should reduce the number o f special reviews required by the QCIC o f 
other work performed by certain individuals.
The QCIC closes its files on a case when it concludes that the firm involved has taken 
appropriate corrective measures. The committee may and does reopen previously closed 
cases if  subsequent developments suggest that additional consideration is appropriate.
After the QCIC closes a case, it prepares for the SEC a summary o f its consideration o f the 
matter, the issues addressed, the procedures followed and the basis for its conclusions. The 
summary is reviewed by the Public Oversight Board and its staff. The staff o f the SEC 
Chief Accountant’ s Office will then review these summaries and discuss the QCIC’s 
conclusions with the staff o f the Public Oversight Board. In addition, QCIC representatives 
occasionally meet with the Chief Accountant and other members o f his staff to discuss the 
Committee’ s activities and their results.
QCIC Activity From  Inception Through June 30, 1991
Case files opened, November 1, 1979 through June 30, 1990 382
Case files closed as o f June 30, 1990 (349)
Case files open, July 1, 1990 33
New case files opened, July 1, 1990 through June 30, 1991 44
Case files closed during the year (51)
Case files open, June 30, 1991 26
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During the year ended June 30, 1991, the QCIC closed its files on seven cases only after 
obtaining assurance about certain aspects o f the firm’ s quality control systems. Specifically:
• The files on two cases were closed after the QCIC received information 
directly from the firm’ s peer reviewer concerning compliance by certain 
individuals with established quality controls on engagements similar to the 
contested engagement.
• The files on five cases were closed after the QCIC reviewed the results o f the 
firm’ s internal inspection program related to the audit engagements o f a 
particular office. The firm’ s internal inspection o f that office had been 
included within the scope o f the firm’ s peer review and the QCIC participated 
in discussions with the peer reviewer.
As previously stated, cases are closed when the QCIC determines that firms have taken 
appropriate corrective measures. Although the QCIC may suggest actions, often the firms 
themselves identify and implement corrective measures, which are reported to and evaluated 
by the QCIC.
During the year ended June 30, 1991, the QCIC closed eight cases after determining that the 
firms had taken appropriate corrective measures. In some cases, multiple actions were 
taken.
• The files on four cases were closed after the firms reassigned certain personnel 
and implemented special engagement review procedures.
• In two cases, the firms developed additional guidance materials or adopted 
additional quality control procedures to assist audit personnel in considering 
the following issues:
risk factors affecting audit clients in a specialized industry; and
evaluation o f accounting and internal control issues requiring special 
attention during a review o f financial statements performed in conjunction 
with an offering o f securities.
• The file on one case was closed after additional emphasis was placed on 
various audit considerations relating to accounts receivable in the firm’s 
internal inspection program.
THE QCIC -  ENSURING FIRM COMPLIANCE
The file on one case was closed after the firm developed additional quality 
control procedures related to when consultation is required and its 
documentation.
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RESULTS OF QCIC ACTIVITY
November 1, 1979 July 1, 1990 
through through
June 30, 1990 June 30, 1991 Totals
Actions Related to Firm s:
Either a special review was made, 
the firm’ s regularly scheduled 
peer review was expanded, or 
other relevant work was
inspected. 38 7 45
A firm took appropriate 
corrective measures that were 
responsive to the implications
o f the specific case. 53 8 61
Actions Related to Standards
Appropriate AICPA technical 
bodies were asked to consider 
the need for changes in, or 
guidance on, professional
standards. 36 3 39
Actions Related to Individuals
The case was referred to the 
AICPA Professional Ethics 
Division with a recommendation 
for investigation into the work
o f specific individuals. 15 1  _16
TO TA L 142 19 161
(Note: Frequentl y more than one action is taken by the QCIC or by the firm.)
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The QCIC encounters some cases that suggest professional standards need reconsideration. 
In these cases, it communicates its concerns to relevant AICPA technical committees. 
During the year ended June 30, 1991, the QCIC communicated with appropriate bodies on 
the subjects listed below.
Reviews o f  Interim Financial Inform ation Used in Connection with a Public Securities 
O ffering: One issue previously communicated to the Auditing Standards Board (ASB) 
concerned an auditor’ s knowledge o f a client’ s accounting and reporting practices when the 
auditor is associated with interim financial statements but does not have an "audit base." In 
April 1991, the ASB approved an exposure draft that would amend SAS No. 36, Review o f 
Interim Financial Information. The proposed statement provides guidance on what auditors 
need to know about the client’ s internal control structure when they are engaged to review 
interim financial information and have not audited the most recent financial statements o f the 
client. The QCIC will continue to monitor developments in this area.
Consideration o f Specialized Inventories: The QCIC communicated to the ASB its 
concerns regarding existing guidance applicable to the audit consideration o f specialized 
inventories. Current standards do not require the use o f a specialist to assess the qualitative 
aspects o f inventory. However, the QCIC noted that the current pace o f technological 
developments has increased the risks associated with consideration o f inventories in high 
technology industries. The ASB agreed to consider the matter.
Accounts Receivable and the Confirm ation Process: During 1991, the QCIC submitted 
comments to the ASB on the proposed Statement on Auditing Standards entitled The 
Confirmation Process. Those comments included recommendations regarding the 
relationship o f confirmation procedures to the auditor’ s assessment o f audit risk and the 
auditor’ s use o f alternative procedures in lieu o f confirmation procedures. The comments 
incorporated issues regarding an auditor’ s consideration o f accounts receivable that came to 
the attention o f the QCIC during its consideration o f certain matters. The QCIC’ s 
suggestions were incorporated in the final statement.
Reporting o f Segment Inform ation: The QCIC observed that in certain situations the 
segment information presented by companies in particular industries does not disclose 
revenues and operating earnings by operating activity within a given industry segment. The 
QCIC concluded that the practice o f grouping revenues produced by distinctl y different 
activities or operations under a single caption because they are derived from the same 
industry may not promote a meaningful understanding o f the results o f a company’ s business. 
As a result, the QCIC communicated its concerns regarding current guidance provided in 
SFAS No. 14 on the reporting o f segment information to the Accounting Standards Executive 
Committee and requested that it review the subject.
The QCIC will continue to monitor issues communicated to professional standard-setting 
bodies.
THE QCIC -  RECONSIDERING PROFESSIONAL STANDARDS
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The Board exercises close scrutiny o f QCIC activities. This year, members o f the Board’s 
staff, usually accompanied by a Board member, attended the five QCIC meetings and nearly 
all QCIC task force meetings with representatives o f the firms reporting litigation. The 
Board also reviews memoranda on each case to determine whether the QCIC properly fulfills 
its responsibilities. Based on these activities, the Board believes that appropriate 
consideration was given to the 51 cases closed this year, and that the QCIC adequately 
complements the peer review process.
The Board has identified several initiatives that can improve the effectiveness o f QCIC 
activities, and has communicated these to the QCIC chairman.
In particular, the Board recommended that prior to meeting with representatives o f a firm  
reporting litigation, the QCIC staff should obtain more data about the firm 's quality controls 
and the environment in which the allegedly faulty audit was conducted. The Board also 
urged the QCIC to review its policies for the inspection o f documentation, such as firm  
guidance and policy relating to the allegation. The QCIC considered these suggestions in 
August 1991 and is acting on them.
This year, the QCIC established a new requirement short o f a "special review" -  it can now 
require other engagements conducted by the engagement team to be inspected timely by the 
firm to determine if any corrective action is needed to improve compliance or understanding 
o f quality controls. Moreover, if  the committee decides that such inspection is unnecessary 
in defined circumstances, it must give its reasons in the "closed case summary," to which the 
SEC has access. This closed case summary and the Board’s completed oversight program 
are made available to SEC staff. This year, the office o f the Chief Accountant o f the SEC 
reviewed 29 cases closed in 1990-1991.
Commentary on the QCIC
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SECPS M EM BERSH IP -  A COM M ITM ENT TO QUALITY
Since January 1990, when the AICPA adopted a bylaw change requiring firms auditing SEC 
registrants to join the SECPS and undergo an SECPS peer review, membership in the Section 
has more than doubled. During the past year alone, membership in the Section increased by 
more than 75 % from the previous year. Only six firms that were identified as having SEC 
clients have elected not to join the Division. (The individual AICPA members with those 
firms resigned their memberships with the AICPA.)
The following chart demonstrates the growth of SECPS membership in recent years and 
shows the response of firms to the AICPA mandatory membership requirement.
During the current peer review cycle (1991 through 1993), approximately 1,150 SECPS peer 
reviews will occur. This is a significant number in light of the fact that, since the program’s 
inception 14 years ago, 1,757 reviews have been performed.
Because of the unprecedented growth of SECPS membership in the last two years, the 
Section has adopted a plan to level SECPS peer reviews over the current three-year review 
cycle. Approximately 140 firms were given the option to postpone their 1991 SECPS peer 
reviews until 1992 because they had five or fewer SEC clients and had previously received 
an unqualified SECPS or PCPS peer review. Over 100 of those firms accepted this option. 
Modifying the review cycle in this way has enabled the Section to ensure that reviews for 
new members are conducted on a timely basis and results in a much more balanced peer 
review cycle over any three-year period.
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S E C P S  M e m b e r s h ip  S ta t is t ic s
To ensure that the public interest continues to be served by its members, the AICPA Board 
o f Directors now requires that firms must enroll in the SECPS within 30 days from accepting 
their first SEC client in order for members in those firms to remain eligible as individual 
members o f the AICPA.
The significant increase in SECPS membership and the Section’s efforts to maintain the 
timely and effective administration o f its programs are indicative o f the profession’s 
commitment to maintaining and improving audit quality.
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While the PO B’s form al charter is to oversee the activities o f  the SECPS, the Board also 
recognizes its responsibility to monitor and, when appropriate, to comment on matters that 
may affect the integrity o f the audit process and the credibility o f  financial statements. The 
Board believes it would ill serve the public interest if  the quality control process were a 
model o f  efficiency and integrity while other forces and circumstances destroyed the 
profession's or the public's confidence in it. Hence, we fee l constrained to include in this 
report the following comments.
Auditor Independence. Auditor independence presumes integrity, objectivity and the ability 
to make unbiased judgments about the proper application o f  GAAP to client financial 
statements. Historically, these judgments are the sternest tests o f  independence, as they are 
often made in the face o f  strong, often adversarial, management opinion. Not surprisingly, 
these judgments are at the heart o f  auditor independence ~  and are the focus o f most 
allegations o f  audit failure.
In the aftermath o f the economic boom o f the 1980s and the ensuing recession, and especially 
because o f  the "S&L crisis, " allegations o f audit failure naturally followed. Today, 
standards fo r  performance and independence o f auditors are constantly challenged and cries 
fo r  change are heard in the Congress and echoed in the media.
The Board has observed through its oversight o f QCIC proceedings that relatively few  
allegations o f  audit failure involve matters about which the auditor was unaware. In nearly 
all QCIC cases the audit procedures applied detected the nature o f the transactions that are 
being contested in lawsuits. Rather than the auditors "missing" problems, most allegations 
involve matters that the auditor has considered and reached a judgment about. When entities 
subsequently encounter economic difficulties, these judgments can be, and often are, 
challenged by shareholders, creditors or other third parties suffering economic loss.
The Board is not surprised that in these challenges, hindsight prevails. Experts analyzing 
past auditor decisions often disagree with judgments made on the fi ring line. In fi nancial 
institutions, fo r  example, auditor judgments reached early in the decade about asset value, 
particularly involving real estate, and recoverability are now considered fa ir  game fo r  
criticism. Yet the fact that today's values have dropped precipitously since the time the 
auditor reached an opinion does not alone support an allegation o f  audit failure.
While the Board recognizes that some aberrant decisions have led to widespread criticism  
o f the auditing function, we believe that these scattered incidents do not reflect a fundamental 
flaw  in the profession or its practices and, therefore, fa il to justify taking drastic and 
ill-conceived steps to improve auditor independence.
POB Commentary on the Accounting Profession
- 2 6 -
Nevertheless, all o f  this suggests that when applying professional judgment the importance 
o f every professional maintaining a healthy degree o f skepticism and being unrelenting in 
approaching difficult and complex financial statement issues — despite client tensions and 
outright disagreements — must be continually stressed and focused upon. Auditors must insist 
on the most appropriate application o f  GAAP and not accept a presentation designed without 
regard to the intent o f  the rules. They must require unbiased estimates that reflect the most 
probable outcomes. And they must demand disclosures that fully describe the risks and 
uncertainties about asset recoverability. To do otherwise, even when "permitted" by 
accounting standards, is to risk damage to the profession and to the firm  itself
When auditors insist upon the most appropriate financial presentation there are occasional 
tensions with clients. We recognize that these client encounters are difficult. More important 
they are often the sternest test o f  auditor professionalism, in the final analysis what 
independence is all about.
QCIC Lessons. This year, the Board published "Evolution o f  the Quality Control Inquiry 
Committee" by Robert K. Mautz and Charles J. Evers to memorialize this important 
component o f  the profession's self-regulatory program. The booklet also describes how the 
profession reconciled two conflicting forces: the protection o f the public interest on the one 
hand and, on the other, the right o f  a firm  to mount a vigorous defense against audit failure 
litigation. The Board is confident that the current QCIC process balances the interests o f  
all parties, but believes that the committee will continue to evolve as it has over the past 12 
years.
To that end, the Board believes now is a good time to "step back" and assess whether the 
QCIC cases collectively suggest matters that Section member firm s should consider. Below  
are the results o f this preliminary analysis o f QCIC cases closed over the last three years:
•  Approximately 55% o f the cases allege inadequate response by the auditor to 
client internal control deficiencies.
•  Approximately 33% o f the cases allege failure by the auditor to detect the 
consequences o f  management fraud.
•  The probability o f  a public company auditor being named in a complaint 
increases by 600% after the auditor/client relationship has been terminated.
•  The probability o f a successor auditor being named in a complaint is 300%  
higher than the probability o f an action being brought against continuing 
auditors o f public companies.
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•  In about 33% o f the cases, the engagement team consulted at the regional or 
national office level with other knowledgeable experts about matters alleged in 
complaints.
The results o f  this summary suggest that a comprehensive database about QCIC cases may 
help the profession to better understand the implications o f  litigation and perhaps assist in 
identifying possible actions to reduce the likelihood o f  litigation. The Board is presently 
considering specifications fo r  such a database.
Auditor Litigation. The Board believes that the litigation besetting the profession is perhaps 
its most far-reaching and pervasive problem. It has been suggested that the financial risk 
stemming from  court judgments may be deterring the most talented students from  pursuing 
accounting careers. The recent bankruptcy o f  a large firm  and the ensuing claims against 
its partners surely give substance to these concerns.
While the Board believes on the basis o f  its oversight activities that auditor liability does not 
stem from  deficiencies in firm s' control systems, there is evidence that individuals do 
occasionally depart from  compliance with these systems or make serious mistakes o f Judgment 
that subject them and their firms to liability. No quality control system can prevent these 
aberrations.
There is also evidence that often auditors are charged in cases where they have limited 
responsibility fo r  losses suffered by investors, and yet, i f  other defendants are insolvent, the 
entire burden o f damages falls upon the auditors.
During this coming year the Board, in addition to developing the database discussed above, 
intends to study the effects o f suits against auditors upon the profession and its implications 
on future audit quality. The public interest demands a strong accounting profession willing 
to express meaningful opinions upon which the public may rely in making credit and 
investment decisions, a profession made up o f talented and dedicated men and women 
unafraid that the aberrational conduct o f  a partner thousands o f miles away may inflict 
financial ruin upon him or her. We believe our proposed inquiry is demanded by the public 
interest.
Reports on Internal Control. In its 1989-1990 annual report, the Board observed that 
existing management reports on internal control effectiveness varied in style and content. 
Consequently, the Board urged the Committee o f Sponsoring Organizations o f the Treadway 
Commission (COSO) to develop management reporting standards when it developed guidance 
on internal controls in the private sector. The Board is pleased that COSO included such 
reporting guidance in its March 12, 1991 exposure draft.
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However, the Board also believes that the COSO exposure draft has serious potential for  
misunderstanding that can lead to fa lse expectations about the effectiveness o f the internal 
controls if and when they are reported on. Most notably, the Board believes the draft does 
not provide sufficient explanation o f the nature and limitations o f internal controls. In 
addition, it includes internal control "components" that are not susceptible to objective 
evaluation, and proposes a measurement and reporting criteria method that may imply an 
unrealistic level o f reliability in the internal control systems o f many reporting entities.
The Board has provided COSO with a comment letter expressing its concerns about the 
exposure draft standards and containing suggestions that recognize the nature, differences 
and limitations o f internal control systems. We urge COSO to give careful consideration to 
our comments.
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SEC PRACTICE SECTION COM M ITTEE ROSTERS
EXECUTIVE COM M ITTEE
Robert D . Neary, Chairman — Ernst & Young
Arthur L. Brien -  Pannell Kerr Forster
Ronald S. Cohen -- Crowe, Chizek and Company
Michael A . Conway -- KPMG Peat Marwick
Edward C. Drosdick -- M oss Adams
Al A . Finci -- BDO Seidman
James O. Glauser -- Baird, Kurtz &  Dobson
Howard Groveman -- Grant Thornton
John D. Harris -- Geo. S. Olive & Co.
Clarence D , Hein -- Hein +  Associates 
Philip J. Howell -- Goodman &  Company 
Barry W . H uff -- Deloitte & Touche 
Irving B. Kroll -- Kenneth Leventhal & Company 
LeRoy E. Martin -- McGladrey &  Pullen 
Edward O ’Connell -- Wiss & Company 
Vincent M . O ’Reilly -- Coopers &  Lybrand 
Robert Mednick -- Arthur Andersen &  Co.
Mahlon Rubin -- Rubin, Brown, Gomstein &  Co.
M yles J. Sachs -- J.H. Cohn & Company 
Arthur Siegel -- Price Waterhouse
PEER REVIEW  COM M ITTEE
Daniel P. Mageras, Chairman -- KPMG Peat Marwick
Rick J. Anderson -- M oss Adams
Barry Barber -- Grant Thornton
Spencer A . Coates -- Baird, Kurtz & Dobson
Edmond B. Gregory -- Linton, Shafer & Company, P.A.
James A . Hogan — Coopers & Lybrand
Charles E. Landes — Spaeth & Batterberry
Stephen W . Lipscomb -- Hereford, Lynch & C o., P.C.
John L. Lovelace, Jr. -- Thomas Leger & Co.
Thomas A . McGrath, Jr. — Deloitte &  Touche 
Richard L. Miller — Ernst &  Young 
Donald G. Roepke — Adrian Helgeson and Company 
C. James Rogers — Postlethwaite &  Netterville 
Thomas M . Schaeffer -- Murphy &  Schaeffer
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George E . Schott, Jr. -- Price W aterhouse 
Thom as M . Stem lar -- A rthur Andersen & Co. 
G erard E . Stifter — M cGladrey & Pullen 
G erard J. W enzel — Yale &  Seffinger, P .A .
PEER REVIEW  COMMITTEE (cont’d)
Q U A LITY  C O N T R O L  IN Q U IR Y  C O M M IT T E E
W illiam  D . H all, Chairm an -- Retired 
Thom as E . Byrne, Jr. -- Retired 
David C . Cougill — Retired
R obert E . Flem ing -- U rbach, Kahn & W erlin, P .C .
M ario J. Form ichella -- Retired
Jam es L . Goble -  Retired
George M . H orn -  Retired
Jam es I. Konkel -- Deloitte & Touche
Charles W . M aurer -- Retired
Larry J. Parsons -- R etired
Fred S. Spindel — Retired
SE C  R E G U L A T IO N S C O M M IT T E E
Barry W . H uff, Chairm an -  Deloitte &  Touche 
Jerry  L . A rnold -  U niversity o f Southern California 
Frederic L Bower III -- Price W aterhouse 
David P . Boxer -- M .R . W eiser &  Co.
R ichard D ieter -- A rthur Andersen &  Co.
Jam es R . Gill — Pannell K err Forster
John A, Heym an — EDO Seidman
A lbert C . Johnson -- R ichard A . E isner &  Company
Keith L . Jones -- Com cast Corporation
Kalman M . K essler — J.H . Cohn & Company
Thom as L . M ilan — E rnst &  Young
Edw ard W . O ’C onnell — W iss &  Company
L . Glenn Perry  -- KPM G Peat M arw ick
Gary J. Previts — Case W estern Reserve University
Thom as G. Rotherham  — M cGladrey & Pullen
J.W . M ike S tarr -- G rant Thornton
J. Donald W arren, Jr. -- Coopers &  Lybrand
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